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From the Editor

Public and private sectors in Japan
once made concerted effort to ad-
vance informatization of the society
in order to raise the level of Japanese
information environment to the level
of the United States. The united ef-
fort succeeded in bringing our infor-
mation environment to the level of
the West by the late 1980s. In certain
technnological areas, Japan has come
to boast the highest standards in the
world. In the late 1980s, information
investment in the private sector in-
creased at the annual rate of 25 per-
cent. The ratio exceeded the real
GNP growth ratio by a wide margin.
However, information investment in
the private sector began to decrease
sharply at the beginning of 1990s
under direct adverse effects of a re-
cession caused by the burst of the
bubble economy. In 1992, the value
of such investment dropped by 10
percent. Meanwhile, in the United
States, information investment in the
private sector has continued to sur-
pass real GNP in year-to-year growth
ratio since 1988, and been growing at

particularly high ratios since 1990.
These data suggest different corpo-
rate responses to the changing busi-
ness environment caused the infor-
mation gap between Japan and the
United States to widen again in the
first half of the 1990s. U.S. compa-
nies made their activities more effi-
cient with active information invest-
ment. This resulted in a positive cy-
cle of demand and supply. On the
other hand,
curbed information investment pri-

Japanese companies

marily in response to a revenue drop.
This action led to stagnation of the
entire economy and caused them to
reduce investment further.

Accelerating informatization of the
society and the production overseas
are now causing labor surplus in
Japan. This circumstance is raising
Japanese employees' sense of crisis.
Advances in information and com-
miunications technologies have en-
abled the mankind to shift their time
to more creative and more intelligent
types of work, demanding the quality
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of labor to change. The Japanese
economy is currently struggling to
find it way out of a structual slump
created by the collapse of Japanese-
style systems. This circumstance
calls most strongly for such new
industries that propel the market
forward and vitalize the economy.
The information and communica-
tions industry plays an important role
in this respect.

The Japanese cabinet adopted the
“action plan for the reform and crea-
tion of the economic structure” in
May 1997. In the plan, the govern-
ment stresses that enhancement of
information and communications
will be the driving force, to improve
the productivity in all economic
fields, thus reform the Japanese
economy to have high additional
values and save resources. The plan
positions the time from the present to
the year 2001 as the preparatory
period for realizing a highly infor-
matized society, and hopes to bring
Japan's information and communica-
tions standards to highest levels in
the world, by paying regard to the
achievements of “basic guidelines
for promoting a high-information,
highly informatized society” adopted

JIQ No.110,1997

by the cabinet in 1994 and concen-
trating energies on the following due

responses.

* Preparation of a Network Infra-

structure

Digitized wired, wireless, mobile and
fixed-site communications network
infrastructures should be linked in a
seamless manner to construct a “total
digital network”. Digitized broadcast
networks should be also linked.

* Promotion of Electronic Commer-

ce Transactions

Attempts should be made to realize
on a full scale electronic commerce
transactions (order placement and
receipt, joint design and develop-
ment) in all types of transactions,
including those between Japanese
companies and those between com-
panies and consumers by the year
2001.

* Qreater Informatization in the
Public Sector (Development and
Popularization of Public Applica-

tions)

Attempts should be made to actively




promote availability of information

in such public areas as administra-
tion, education, research and devel-
opment, medical treatment, transport
and disaster prevention that are ex-
pected to advance informatization of

the entire business community.

In this JIQ, I introduced the latest
state of our country's information
and communications industty by
making exhaustive use of figures and
tables. It will be my great pleasure if

the information serves readers.

Yuji Yamadori
Director
Research & International Affairs

JIQ No.110,1997



I. Executive Summary

1. General Conditions of the
Information and Commu-
nications Industry

(1) Definition of the Informa-
tion and Communications

Industry Used in This Paper

Convergence of broadcasting and
telecommunications has diversified
people’s opinions concerning the
definition of the information and
communications industry. In this
papet, we would like to define the
information and communications
industry as the sum of the informa-
tion service, electronic manufactur-
ing and the telcommunications busi-
ness. This definition excludes broad-
casting. We quoted statistical data
from the following sources - “Sur-
vey on the Selected Service Indus-

tries -- Information Service Industry”

JIQ No.110,1997

published by the Ministry of Inter-
national Trade and Industry (MITI),
“Industry Statistics” compiled by the
MITT and “Developments in the Ty-
pe 1 Telecommunications Business”
prepared by the Ministry of Posts
and Telecommunications (MPT).
The first source provides figures
concerning information service. The
second document offers statistics on
electronic manufacturing. The third
material supplies data on telecom-
munications business. All these three
documents contain data public of-
fices have collected in a comprehen-
sive manner according to applicable
laws. As such, they are highly reli-
able.




(2) General Conditions of the
Information and Communi-

cations Industry (from 1991
to 1996)

The burst of the bubble economy in
1991 gave hard blows to Japanese
The

businesses. information and

communications industry was no
exception. In fact, it was the infor-
mation and communications industry
that served as the driving force of
business recovery. The industry
could find stable demands in spite of
the business slump because informa-
tion and communications products
and services were necessary (o re-
duce cost and streamline business
operations. Besides such unversal
demands, the following factors gave
~ the information and communications

industry a strong following wind.

In September 1993, the U.S. admin-
istration led by President Bill Clinton
announced the so-called NII (Na-
Information

tional Infrastructure)

action plan. This U.S. announcement

5

accelerated the pace with which the
Japanese government prepares in-
formation and communications infra-
structure in public domains. About
the same time, the use of the Internet
began to increase at an explosive
pace among Japanese companies.

The second factor is explosive
growth of the mobile .tclephone mar-
ket that started with liberalization of
cellular telephone terminals in April
1994. In July 1995, PHS (personal
handyphone system) service was
launched (refer to JIQ No. 102). The
number of subscribers of Cellular-
phones and PHS have come to ac-
count for more than 20 percent of
Japan’s population. Mobile tele-
phone subscribers are continuing to
increase in number at the same high

pace.

Thanks to favorable performances of
Internet-related products and servi-
ces and high sales of cellular phones
and PHS, the information and com-

munications industry achieved a big

J1Q No.110,1997



growth in 1994 after hitting the bot-
tom in 1993. Its growth exceeded
that of other industries which were

still struggling.

2. Position the Information
and Communications In-
dustry Occupies in Japane-
se Businesses

The animated state of the informa-
tion and communications industry
manifests in various government
statistics published in 1997. We
would like to quote major govermn-
ment statistics and inform the posi-
tion the information and communi-
cations industry has come to occupy

in Japanese businesses in the fol-

lowing.

(1) Machines and equipment
related to information net-
works surpassed automo-
biles in the value of produc-

tion

According to the “Present State of

JIQ No.110,1997

Japanese Industries” the MITI pub-
lished in July 1997, Japanese manu-
facturers produced information and
communications  machines  and
equipment worth ¥17.3611 trillion in
1996. The amount represented an
year-to-year increase of 12.7 percent.
The figure also exceeded ¥16.653
trillion in annual automobile produc-
tion, though the difference was very
small. It was epochal for the industry
to surpass the auto industry, Japan’s
leading industry. The achievement is
significant despite the rising ratio of

auto production overseas.

(2) The communications indus-
try accounted for 10 percent
of plant and equipment in-
vestment Japanese compa-

nies made in fiscal 1996.

According to the “Report on the
Actual State of Plant and Equipment
Investment in the Communications
Field” the MPT published in June
1997 (based on its survey conducted

in March 1997), plant and equipment




investment totaled ¥4.695 trillion

among companies engaged in the
communications  business.  The
amount rose by 23.3 percent from the
previous fiscal year. The figure ac-
counted for more than 10 percent of
the same investment all Japancsc
companies made in 1996. It was the
first time for the industry to account
for more than 10 percent of the entire
investment. In fiscal 1997, commu-
nications companies are predicted to
spend about the same amount on
plant and equipment investment. The
prediction is based on expected
slowdown of the mobile telephone
business. However, high spending on
plants and equipment by companies
operating in the business field re-
mains the same. In fiscal 1997, in-
vestment by these companies is an-
ticipated to account for 10 percent to
11 percent of the sum Japanese com-
panies spend on plants and equip-

ment.

3) Telecommunications com-

panies outrivaled electric

power companies and led
companies in all other cate-
gories in the value of ma-
chinery manufacturing or-

ders.

According to the statistics on ma-
chinery orders the Economic Plan-
ning Agency released in May 1997,
Japanese telecommunications com-
panies placed machinery orders to-
taling ¥2.3242 trillion in fiscal 1996.
This amount represented an year-to-
year increase of 46.3 percent. Mcan-
while,

electric power companies

issued machinery orders worth
¥2.0583 trillion. The amount de-
creased by 3.3 percent from the pre-
vious fiscal year’s level. It was the
first time for telecommunications
companies to outrival power compa-
nies in machinery orders. This de-
velopment owed substantially to an
increase in the number of radio base
stations. The increase was necessi-
tated by rising popularity of cellular

telephones and PHS. Earlier, in fiscal

1995, telecommunications compani-

J1Q No.110,1997



es achieved an year-to-year machine-
ry order growth of 26.5 percent. The-
se figures show information and
communications  companies  are
leading the effort to stabilize our

economy.

(4) Households owning personal
computers grew to 22.3 per-
cent. More than 60 percent
of workers are using per-

sonal computers.

The ratio of information and com-

munications machinery and equip-

ment ownership does not reflect the

postion companies manufacturing
and selling them occupy in Japanese
businesses in a direct manner. How-
ever, the ratio supports remarkable
development of the information and
communications industry. According
to the “Fiscal 1996 Study on Tele-
communications Equipment Use” the
MPT published in April 1997, the
ratio of households equipped with a
personal computer rose to 22.3 per-

cent while that of households

JIQ No.110,1997

provided with a facsimile grew to
20.7 percent. The same survey found
24.9 percent of households in pos-
session of a cellular phone. The ratio
of PHS ownership was 7.8 percent.
The research found a personal com-
puter at 62.2 percent of business
workers. The ratio of personal com-
puter user rose to 93.2 percent when
offices hiring less than 100 em-
ployees were excluded from the
count. The annual survey also found
that the ratios of business offices
using cellular phones and PHS grew .
14.7 percent and 9.1 percent, respec-
tively. The cellular telephone owner-
ship ratio was 55.7 percent while
10.7 percent of-surveyed business
offices said they have PHS. In the
meantime, the ratio of business of-
fice workers who use pagers de-

creased slightly.




3. Information and Commu-
nications Industry in 1996

In 1996, the Japanese information
and communications market grew by
14 percent to ¥36,628,653 million.
Information

service, electronic

manufacturing and telecommunica-
accounted  for
¥7,143,543 million, ¥17,349,810
million and ¥12,135,300 million of
this total, respectively (refer to Table
I-1).

tions  business

TableI-1 Changes in the Information

and Communications Market

Unit: Million Yen

Year Information Electronic Telecl::\:nica— Total
Service Manufacturing Business
1991 7,039,659 14,870,513 7,020,400 28,930,572
1992 71,127,618 13,473,503 7,351,400 27,952,621
1993 6,614,358 12,899,444 7747400 27,161,202
1994 6,177,007 14,001,467 8,508,500 28,686,974
1985 6,362,183 15,665,276 10,028,900 32,056,359
1996 7,143,543 17,349,810 12,135,300 36,628,653
9 JIQ No.110,1997




As Figure I-1 informs, the Japanese  in 1991. However, the market began

information and communications  to expand again in 1994 after hitting
market began to shrink in size fol-  the bottom in 1993.

lowing the burst of bubble economy

Figure I-1 Total Revenues of Information

& Communications Industry

Unit: Million Yen
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Electronic manufacturing is growing  tions are the fastest growing market

at a rapid pace, but telecommunica-  at present (see Figure I-2).

Figure I-2 Revenues by industry
Unit: Million Yen

B Information Services i
Electronic Manufacturing
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Ratios of year-to-year increase from
1992 to 1996 show that the burst of
the economic bubble did not affect
the telecommunications business.

The telecommunications business
achieved high year-to-year growth
ratios of about 20 percent in 1995
and 1996 (refer to Figure I-3).

Figure I-3 Growth Rate of Information

) 25

& Communications Industry

Unit: Million Yen

20
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1995

J1Q No.110,1997

12

M Information Services
Electronic Manufacturing
O Telecommunications
O7otal




(1) Information Service

The information service sector hit
the bottom in 1994, one year after
other sectors did. Thanks to recovery
of corporate invesment in informa-
tion-related fields, the Japanese mar-
ket for information service grew by

12 percent to ¥7,143.543 million in

1996. It means the market regained

to the size it had in 1992. By cate-

gory, software development accounts

for more than half the sales of info-
mation service providers. Changes in
software development trends are now
directly affecting .the industry (see
Figure I-4).

Figure I-4 Total Revenue of Information Services Industry

Unit: Million Yen
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(2) Electronic Manufacturing

The ratio of manufactured elctronics
sales to entire information and com-
munication sales has been falling.

Still, electronic manufacturing ac-

Figure 1I-5

24%

a92%

Figure 1-6

JIQ No.110,1997

Revenue by Industry in 1991

Revenues by Industry in 1996
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counts for about half the Japanese

information and communications
market. Business recovery in this
sector is supporting the information
and communications industry at pre-

sent (see Figures I-5 and 1-6).

OlInformation Service

BElectronic
Manufacturing

OTelecommunications
Business

& Information Service

B Electronic
Manufacturing

OTelecommunications
Business




The market for manufactured elec-
tronics began to expand at the annual
rate of about 10 percent in 1994
(refer to Figure [-3). In 1996, the

market grew by 12 percent to

¥17,349,810 million. This business
recovery owed to active investment
in clectronic manufacturing fields
related to the Internet and mobile

telephones (refer to Figure I-7).

Figure I-7 Total Revenue of Electronic Manufacturing

Unit: Million Yen
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Meanwhile, production of semicon-  ation is a cause of our slight concern
ductors and integrated circuits (ICs)  (see Figure I-8).

have been falling in value. This situ-

Figure I-8 Revenues of Electronic Manufacturing by Equipment

Unit: Million Yen
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(3) Telecommunications Busi- Figure I-3 portrays this. The tele-
ness communications business achieved
sales of ¥12,135,300 million in 1996.

The telecommunications business  The figure represented an year-to-
continued to grow at a steady pace  year increase of 21 percent (see Fig-

while other industries suffered losses.  ure I-9).

. Figure I-9 Total Revenue of Telecommunications Carriers

Unit: Billion Yen
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Nippon Telegraph and Telephone
Corporation (NTT) sold more than
half of this amount, but NTT’s ratio
to total sales is falling year after year.
Expansion of the market can be at-

tested to by the fact that the com-

bined sales of other companies have
come to rival the amount sold by
NTT. Mobile telephones companies
are undergoing particularly remark-
able business expansion (refer to
Figure I-10).

Figure I-10 Revenue of NTT & Other Carriers

Unit: Billion Yen
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I1. Information Service

Data on information service we pre-
sent in this paper come from the
“Survey on Selected Service Indus-
tries -- Information Service Industry”
prepared by the Ministry of Interna-
tional Trade and Industry (MITI).
Data are as of November in each
year. In the MITI survey, various
types of information service are clas-
sified into the following categories.
(1) On-line data processing
- VAN (value-added network)
- Commissioned calculation
(2) Off-line data processing (com-
missioned calculation by way of
batch processing)
(3) Software development
= Ordered software
~ Software products
(4) Data entry
(5) Machine time sales
(6) Commissioned System Manage-
ment and Administration

(7) Database service

19

- On-line service

- Off-line service
(8) Various surveys

- Marketing research

— Other surveys
(9) Other service (including profits

made by dispatches of registered

specialists)
Software development accounts for
more than half the entire information
service sales. Changes in software
development trends are directly af-
fecting the information service in-
dustry now (see Figure II-1). The
information service industry hit the
bottom in 1994, one year after other
industries did. Thanks to the recov-
ery of corporate investment in in-
formation-related fields, the Japanese
market for information service grew
by 12 percent to ¥7,143,543 million
in 1996. It means the market re-
gained the size it had in 1992. How-

ever, the number of employees who

JIQ No.110,1997



engage in information service recov-  grammers is a primary cause of this

ered only slightly (refer to Figure II-  situation.

2). The decreasing number of pro-

Figure II-1 Revenues of Information Services Industry
Unit: Million Yen
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Figure II-2 Number of Personnel of Information Services Industry
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1. On-Line Data Processing counted for ¥234,207 million and

¥441,887 million of this total. VAN
On-line data processing achieved the  recorded an year-to-year sales
sales of ¥676,094 million in 1996.  growth of 12.7 percent while com-
The figure represented an increase of  missioned on-line calculation sold
4.4 percent over the previous year’s 0.5 percent more than it did in 1995
record. VAN and commissioned on-  (refer to Figure I1-3).

line calculation respectively ac-

Figure II-3 Revenue of On-line Data Processing
Unit: Million Yen
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2. Off-Line Data Processing

Sales from off-line data processing
fell sharply in 1994 but then made a
strong comeback. The development
represents the corporate attempt to
re-examine the effect of information
investment under severe economic
circumstances. We can assume Ja-
panese companies to

came re-

evaluate off-line data processing as
part of outsourcing effort. Off-line
data processing achieved the sales of
¥376,052 million in 1996, The sales
figure representated an year-to-year

increase of 14.3 percent. The amount

also suggested that the market re-

turned to the size of 1992 (refer to
Figure I1-4).

Figure II-4 Revenue of Offline Processing

Unit: Million Yen
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3. Software Development

Software development accomplished
an year-to-year sales growth of 6.1
percent in 1995. In 1996, sales from
software  development increased
further by 15.2 percent and totaled

¥4,258,186 million. It means that the

market returned to the size it had in
1992 (refer to Figure 11-5). As Figure
II-6 shows, ordered software ac-
counted for ¥3,587,064 million or
84.5 percent of the total sales. Soft-
ware products sold the remaining

¥661,122 million.

Figure 1I-5 Revenue of Software Development

Unit; Million Yen
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Figure II-6 Ordered Software and Software Products
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4. Data entry figure seems unlikely in consid-

eration of the widespread use of

In 1996, data input using keyboards information machines and equip-
achieved the sales of ¥189,280 ment featuring keyboards. It looks
million. The figure represented an like another manifestation of the
year-to-year sales growth of 6.6 corporate outsourcing attempt.

percent (see Figure I1-7). This

Figure II-7 Revenue of Data Entry

Unit: Million Yen
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5. Machine Time Sales sented an year-to-year increase of 26
percent. In 1996, machine time sales
Machine time sales totaled ¥43,864  returned to the level of 1993 (see

million in 1996. The amount repre-  Figure II-8).

Figure II-8 Revenue of Machine Time Sales

Unit: Million Yen
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6. Commissioned System
Management and Admini-
stration

In 1996, commissioned system man-
agement and administration regis-

tered the sales of ¥395,730 million.

The figure represented an year-to-
year sales increase of 11.1 percent.
Again, this figure is a manifestation
of the increasing outsourcing de-
mand among companies trying to cut

expenses. (see Figure 11-9)

Figure II-9 Revenue of Commissioned System Management

and Administration

Unit: Million Yen
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7. Database

Database service achieved the sales
of ¥235,744 million in 1996. The
figure represented an year-to-year
sales increase of 19.5 percent (see
Figure II-10). On-line databases and
their off-line counterparts accounted

for ¥179,244 million and ¥56,000

million of this total, respectively.
On-line databases achieved an year-
to-year sales growth of 20.1 percent
while off-line databases boosted their
sales by 17.5 percent. On-line da-
tabases account for about three
quarters of the market now (refer to

Figure 1I-11).

Figure I1-10 Revenue of Database Service

Unit: Million Yen
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Figure II-11 Online Database and Offline Database
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8. Various Surveys

In 1996, various surveys registered
the sales of ¥249,049 million. The
figure increased by about 4 percent
from the previous year. Marketing
research and other surveys accounted
for 95,518 million and ¥153,531
million of this total, respectively.

Marketing research sold 4.4 percent

less than it did the year before.
Meanwhile, other surveys registered
an year-to-year sales increase of
about 10 percent. Sales from surveys
have stayed at about the same level
since 1993. However, sales from
marketing research have been drop-
ping in a consistent manner (refer to

Figure I1-12).

Figure I1-12 Revenue of Various Surveys

Unit: Million Yen
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9. Other Service (Including
Profits Made by Dispatches
of Registered Specialists)
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Other service achieved the sales of
¥719,544 million in 1996. The figure
represented an year-to-year sales

increase of 5.3 percent.

Figure II-13 Revenue of Others

Unit: Million Yen
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II1. Electronic Manufacturing

In this paper, We are quoting data on
the state of electronic manufacturing
from the Industry Statistics compiled
by the Ministry of International
Trade and Industry (MITT). The fol-
lowing figures are values of ship-
ments for three categories combined

— “communications machines and

equipment and applied radio appa-

N«

ratuses,” “applied electronic appara-
tuses” and “electron tubes, semicon-
ductors and integrated circuits.” The
figures appearing in the Industry
Statistics are updated every year at

the end of December.

Figure III-1 Revenue of Electronic Manufacturing

Unit: Million Yen
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The value of electronics manufac-

tured and shipped in 1996 totaled
¥17,349,810 million.

represented an year-to-year shipment

This figure

growth of 10.8 percent (see Figure

III-1). Communications machines
and equipment and applied radio
apparatuses registered shipment of
¥4,307,037 million. The figure rep-
resented an increase of 35.4 percent
from 1995. Applied electronic appa-

ratuses manufactured and shipped in

1996 totaled ¥6,858,746 million or
13.8 percent more than they did one
year earlier. Meanwhile, electron
tubes, semiconductors and integrated
circuits saw the value of their ship-
ments drop by 4.2 percent to
¥6,184,027 million in 1996. Com-
munications machines and equip-
ment and applied radio apparatuses
showed conspicuous shipment in-

crease in 1996 (see Figure 111-2).

Figure III-2 Revenue by Electronic Equipment

Unit: Million Yen
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1. Communications Machines
and Equipment and Ap-
plied Radio Apparatuses

The biggest cause of rapid shipment
growth in this product category
starting in 1994 is liberalization of
the cellular phone market in April
1994. The move animated the previ-
ously inactive mobile telephone ter-
minals. Liberalization of mobile

telephone terminals caused compani-

es to lower call charges and diversify
their service. Under the positive ef-
fects of these developments, the
number of telephone subscribers
grew at astonishing ratios in excess
of 100 percent for three years in a
row. The number of phone subscrib-
ers increased by 103.2 percent in
1994, 170.6 percent in 1995 and
129.5 percent in 1996 (refer to Fig-
ures 111-3 and II1-4).

Figure I[I-3 Number of Subscribers of Cellular Phone and PHS
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Figure III-4 Ratio of Year-to-Year Increase of
Mobile Phone Subscribers
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In 1996, communications machines
and equipment and applied radio
apparatuses worth ¥4,307,037 mil-
lion were made and shipped (refer to
Figure II1-5). Telephones, facsimiles,
switches, transmission machines and
equipment and radio equipment re-
spectively accounted for ¥300,111
million, ¥306,737 million, ¥787,404
million, ¥804,309 million
¥2.018,476 million of this total. The

and

value of telephone shipment fell by

5.9 percent. Fascimile shipment rose
0.9 percent in value. Switches in-
creased the value of shipment by
31.6 percent. Transmission machines
and equipment pushed up the value
of shipment by 32,4 percent. Radio
equipment achieved shipment in-
crease of 56 percent. As these figures
indicate, radio equipment boosted
the value of shipment in a conspicu-
ous manner in 1996 (refer to Figure

111-6).

Figure 1II-5 Revenue of Communications Manufacturing

Unit: Million Yen
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Figure HI-6 Revenue by Communications Equipment

Unit: Million Yen
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2. Applied Electronic Appara-
tuses

Applied electronic apparatuses worth
¥6,858,746 million were manufac-
tured and forwarded in 1996. Com-
puters and related apparatuses and

other applied electronic products

accounted for ¥5,949,111 million
and ¥909,635 million of this total,
respectively. The value of shipped
computers and related apparatuses
achieved an year-to-year growth of
14.5 percent. Other products boosted
the value of their shipment by 9.3
percent (see Figure I11-7).

Figure III-7 Revenue of Applied Electronic Apparatuses
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The value of computers manufac-
tured and shipped in 1996 totaled
¥3,293,085 million. This sum repre-
sented an increase of 25.2 percent
from the previous year. Mainframe
computers, personal computers and
other types of computers accounted

for ¥611,425 million, ¥2,087,569

million and ¥594,091 million of this

total, respectively (refer to Figure
I11-8). The value of shipped main-

frame computers achieved an year-

to-year increase of 18.8 percent.
Personal computers boosted the val-
ue of their shipment by 41 percent.
The value of other types of comput-
ers manufactured and shipped in
1996 dropped by 6.6 percent. Com-
parison of the values of shipments in
1991 and 1996 makes it obvious that
personal computers have won the
dominant position in the computer
industry (refer to Figures III-$ and
I1-10).

Figure III-8 Revenue of Computer Manufacturing

Unit; Million Yen
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Figure III-9 Shares of Value in 1991
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Figure III-10 Shares of Value in 1996
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The number of shipped personal
computers began to rise again in
1994 thanks to the growing use of
the Internet that served as a follow-
ing wind (see Figure II-11). Manu-
facturers evolved intense price com-
petition in 1995 (refer to Figure III-
12). Thanks to this price war, the
number of shipped personal comput-

ers increased by 70.3 percent in that

year. The upward trend is continuing.
In 1996, the number of personal
computers shipped by manufacturers
grew by 40.5 percent. However, per-
sonal computer manufacturers re-
flected on the 1995 price war and
withdrew from unreasonable price
competition, As a result of this, per-
sonal computer prices have stayed

constant (see Figure II1-12).

Figure I1I-11 Personal Computer Shipment (units)
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Figure I11-12 Price of a PC

Unit: Thousand Yen
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3. Electron Tubes, Semicon-
ductors and Integrated
Circuits

In 1996, electron tubes, semicon-

ductors and integrated circuits worth

¥6,184,027 million were manufac-
tured and shipped. The sum repre-
sented a decrease of 4.2 percent from
the previous year (refer to Figure III-
13).

Figure II1-13 Revenue of Electron Tubes, Semiconductors

and Integrated Circuits
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Elctron tubes, semiconductors, inte-
grated circuits and liquid crystal
displays (LCD) device respectively
¥749.538 million,
¥846,767 million, ¥3,906,335 mil-
lion and ¥681.386 milliorn of this

accounted for

total. Values of electron tubes, semi-
conductors and integrated circuits
1996
dropped by 27.2 percent, 3.6 percent

manufacturers shipped in
and 1 percent, respectively. Mean-
while, the value of LCD devices
manufactured and shipped in the

same year achieved an year-to-year

JIQ No.110,1997

increase of 13.3 percent (see Figure
I11-14). Shipment of mass-produced
integrated circuits is likely to remain
stagnant because of intensifying
competition from manufacturers in
other Asian countries. Meanwhile,
LCD devices have entered a period
of high growth thanks to the in-
creasing number of personal com-
puter models adopting LCD. We can
expect LCD devices to achieve high
shipment growth for several years to
come because Japan is leading the

world in this technology.




Figure I1I-14 Revenue by Devices
Unit: Million Yen
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IV. Telecommunications Business

Statistical figures we present in this
chapter are taken from a report titled
“Developments in the Type I Tele-
communications Business” the Min-
istry of Posts and Telecommunica-
tions (MPT) published in June 1997.

These figures are annual totals cal-

culated at the end of each fiscal year.

In fiscal 1996, telecommunications
sales of

¥12,135,100 million(see Figure IV-
).

business achieved the

Figure IV-1 Revenue of Telecommunications Carriers

Unit: Billion Yen
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This figure represented an increase
of 21 percent from the previous year
(refer to Figure IV-1). Nippon Tele-
graph and Telephone (NTT), mobile
telephone carriers, domestic long-
distance carriers, international carri-
ers, regional carriers and satellite
carriers respectively accounted for
¥6,371,200 million, ¥4,061,000 mil-
lion, ¥1,045,600 million, .¥470,400
¥148,500 million
¥38,400 million of this total. NTT

million, and

sold 2.2 percent more than it did in

1995. Mobile telephone carriers in-

creased their sales by 70.7 percent.
Domestic long-distance carriers reg-
istered an year-to-year sales growth
of 14.9 percent. International carriers
boosted their annual sales by 34.8
percent. Regional carriers increased
their sales by 22.2 percent. Satellite
carriers achieved sales growth of 9.7
precent. Telecommunications carri-
ers have been achieving sales growth
ratios in excess of 10 percent since
1994, Their sales growth ratios have
stayed in the neighborhood of 20
percent since 1995 (see Figure TV-2).

Figure IV-2 Increase over Previous Year

of Telecommunications Market

N\

(%) 25

15

10

1992

1993

1991

47

1996

1995

JIQ No.110,1997



It is clear that the high growth owes
to expansion of the market for mo-
bile telephones (refer to Figures 1V-3
and IV-4). The market expansion

pushed the ratio of telecommunica-
tions business to Japan’s gross dom-
stic product up to 2.42 percent in
1996 (see Figure IV-5).

Figure IV-3 Revenue of NTT & Other Carriers
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Figure IV-4 Revenue other than NTT

Unit: Billion Yen
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Figure IV-5 Telecommunications Industry in GDP
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Following the settlement of the NTT
division issue, all telephone carriers
in Japan became able to offer both
domestic and international call serv-
ice. The move exposed international
carriers to competition from the
powerful rival, NTT. These carriers
were previously protected by busi-
ness restrictions. To cope with a new
business environment, intematidnal
carriers are actively working to es-

tablish business tieups with domestic

JIQ No.110,1997
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carriers now. Japan Telecom, a do-
mestic long-distance carrier, and
Inernational Telecom Japan, an in-
ternational carrier, announced their
merger ahead of other companies
exploring similar solutions in March
1997. Several mergers to the same

effect are expected to follow suit in

the near future. We can expect that

50

intensifying competition will con-
tinue to bring telephone charges

down and expand the market.




1. Nippon Telegraph and
Telephone Corporation

In December 1996, the long-pending
issue of NTT’s division came to a
conclusion, According to the conclu-
sion, the company will be divided
into four companies ; one long-
distance operating campany and two

regional phone operating companies

will be placed under a single holding
company in 1999,

NTT registered the sales of
¥6,371,200 million in fiscal 1996.
The figure represented an year-to-
year sales growth of 2.2 percent. The
company boosted ordinary profits by
11.3 percent to ¥366,000 million
(refer to Figure IV-6).

Figure IV-6 Revenue of NTT
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2. Other Domestic Carriers
Excluding Mobile Tele-
phone Carriers

Domestic carriers excluding NTT
.and mobile carriers achieved the
sales of ¥1,045,600 million in 1996.
The sum represented an increase of
14.9 percent from the previous year.
DDI, Japan Telecom, Teleway Japan
and regional carriers respectively

accounted for ¥357,839 million,

375,855 million, 111,930 million and
¥148,500 million of this total. DDI’s
annual sales grew by 18.6 percent.
Japan Telecom boosted its sales by
12 percent. Teleway Japan registered
an year-to-year sales increase of 7.6
percent. Regional carriers pushed up
their annual sales by 22.2 percent.
All these regional carriers are owned

by electric power companies(refer to

Figure IV-7).

Figure IV-7 Revenue of Other Domestic Carriers

Excluding Mobile Telephone Carriers

Unit: Million Yen
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3. International Carriers

Sales registered by international car-
riers seem to have increased. But this
is a false impression created by a
new method for settling accounts.
These companies began to register
annual sales using pre-adjusted fig-
ures in fiscal 1996. Real sales growth
is not as large.

In fiscal 1996, Kokusai Denshin
Denwa (KDD) achieved the sales of
¥322,458 million. In the same year,
International Digital Communica-
tions (IDC) and International Tele-
com Japan (ITJ) registered the sales
of ¥77,041 million and ¥70,961 mil-
lion, rcspecﬁve]y (refer to Figure IV-

8).

Figure IV-8 Revenue of International Carriers

Unit: Million Yen
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4. Mobile Telephone Carriers

In 1996, mobile telephone carriers
achieved the sales of ¥4,061,000
million. The figure represented an
increase of 70.7 percent from the
previous year (see Figure IV-9).
NTT DoCoMo, other cellular phone
and pager service providers and PHS
(personal

handyphone  system)

service operators accounted for

¥2,033,900 million, ¥1,560,200 mil-
lion and ¥459,000 million of this
total, respectively. NTT DoCoMo
increased its annual sales by 59.8
percent. Other cellular telephone and
pager service operators achieved an
year-to-year sales growth of 62.1
percent (refer to Figure IV-10).
Providers launched PHS service in
July 1995.

Figure IV-9 Revenue of Mobile Communications Carriers

Unit: Billion Yen
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As we have repeatedly pointed out,
the ratio of year-to-year sales growth
began to increase at an amazing pace
in 1994 (refer to Figures III-1, III-4
and III-5). In 1995 and 1996, the
ratio surpassed 70 percent (see Fig-
ure [V-11). However, the penetration

rate of mobile telephone has already

exceeded 20 percent. This situation
suggests we cannot expect mobile
telephone service providers to repeat
the same big growth in fiscal 1997.
From now on, sales registered by
mobile telephone service providers
are expected to increase at a moder-

ate pace.

Figure IV-10 Revenue by Mobile Carriers

Unit; Billion Yen
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Figure IV-11 Increase Over Previous Year of Mobile Market
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